UNI TED STATES COURT OF APPEALS
For the Fifth Crcuit

No. 00-20176

ANESTI S PAPADOPQULCS, doi ng business as Spoilers Etc.
Pl ai ntiff-Appellant,

VERSUS
ANDREW JACKSON DOUGLAS, |11, doing business as Andy’ s Autosport;

AUTCSPORT, | NC.

Def endant s- Appel | ees.

Appeal fromthe United States District Court
For the Southern District of Texas, Houston D vision

(H99-CV-1114)

July 18, 2001
Bef ore GARWOOD, PARKER, and DENNI'S, Circuit Judges.
PER CURI AM *

Anestis Papadopoul os appeals the district court order
di sm ssing his clains of copyright infringenent (17 U.S.C. § 101 et
seq.), LanhamAct violations (15 U.S.C. 8 1051 et seq.), and unfair
conpetition. W affirmthe judgnent of the district court.

|. Factual and Procedural History

"Pursuant to 5" CR R 47.5, the Court has deternmined that this
opi ni on shoul d not be published and is not precedent except under
the limted circunmstances set forth in 5" QR R 47.5. 4.
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Papadopol ous, doing business as Spoilers Etc. (“Spoilers”),
began selling a vari ety of autonobil e accessories, including ground
effects kits, in 1986 in Texas. Andrew Jackson Douglas Il1, doing
busi ness as Andy’ s Aut osport (“Autosport”), began manufacturing and
selling ground effects kits in 1980 in California.

In 1998, Autosport sued Spoilers for trademark infringenent,
unfair conpetition, trademark dilution, injury to business
reputation, and deceptive trade practices in a California federal
court. Autosport alleged that Spoilers was duplicating Autosport’s
ground effects designs and infringing on Autosport’s tradenarks
“Conbat,” “The Bonb,” and “Andy’s Auto Sport” through the use of
Spoi l ers’ “Kam kaze” ground effects kit. The kits at issue were
manuf actured for installation on the following cars: 1994-1998
Acura I ntegra, 1994-1997 Honda Accord, 1992-1995 Honda Civic, 1996-
1997 Honda Civic, 1992-1996 Honda Prelude, 1995-1997 M tsubish
Ecli pse, 1995-1998 Ni ssan 200SX, and 1993-1997 Vol kswagen Jett a.
Spoilers filed no counterclains in this California action, which
was then set for trial. When Spoil ers subsequently filed suit
agai nst Autosport in a Texas federal court, the California district
court declined to issue an injunction; however, the court concl uded
that Spoilers had asserted what anounted to a conpulsory
counterclaimand expressed wllingness to accept the transfer of
the Texas suit. In 1999, the California district court granted
summary j udgnent for Spoilers on sone of Autosport’s clains, and in
2000, it granted judgnent as a matter of law for Spoilers on the
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remai ni ng cl ai ns.

In 1999, Spoilers brought suit against Autosport in a Texas
federal court, alleging that Autosport had used Spoilers’ ground
effects designs and photographs in a Spoilers’ catalog and
attenpted to sell Spoilers’ products as that of Autosport’s.
Spoilers also alleged that Autosport copied Spoilers’ designs and
sold “knock-of f” ground effects kits. At issue in this suit were
kits manufactured for installation onthe follow ng cars: 1989-1994
Ni ssan Maxima, 1991-1994 Nissan 240SX, 1995-1999 N ssan 240SX
1989- 1991 |Isuzu Amgo, 1992-1996 |I|suzu Am go, and 1990-1994
M t subi shi Ecli pse. The Texas federal district court granted
Aut osport’s notion to dismss on the basis that Spoilers’ clains
were barred as conpul sory counterclains required in the California
federal suit.

1. Standard of Review

This court reviews the district court's decision that the

claim was barred as a conpulsory counterclaim de novo. Tank
Insulation Int’l, Inc. v. Insultherm Inc., 104 F.3d 83, 86 (5
CGr. 1997).

I11. Analysis

Federal Rule of G vil Procedure 13(a) provides:

A pleading shall state as a counterclai many claim
which at the tinme of serving the pleadi ng the pl eader has
agai nst any opposing party, if it arises out of the
transaction or occurrence that is the subject matter of
t he opposing party's claimand does not require for its
adj udi cation the presence of third parties of whomthe
court cannot acquire jurisdiction. But the pleader need
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not state the claimif (1) at the tinme the action was
comenced the claimwas the subject of another pending
action, or (2) the opposing party brought suit upon the
claimby attachnment or other process by which the court
did not acquire jurisdiction to render a personal
judgnent on that claim and the pleader is not stating
any counterclaimunder this Rule 13.

“A counterclaim which is conpulsory but is not brought 1is

thereafter barred[.]” Baker v. Gold Seal Liquors, Inc., 417 U S

467, 469 n.1 (1974); see also FED. R av. P. 13 advisory conmttee’s
note (“If the action proceeds to judgnment without the interposition
of a counterclaimas required by subdivision (a) of this rule, the

counterclaimis barred.”); MDaniel v. Anheuser-Busch, Inc., 987

F.2d 298, 304 (5'" Gir. 1993) (citing Baker, 417 U.S. at 469 n.1);

Cl eckner v. Republic Van & Storage Co., 556 F.2d 766, 768-69 (5'"

Cir. 1977); 6 CHARLES ALAN WRI GHT, ARTHUR R. MLLER, & MARY KAY KANE, FEDERAL
PRACTI CE AND PROCEDURE: CIVIL 2D 8§ 1409 (2d ed. 1990) (“Perhaps the nost
i nportant characteristic of a conpulsory counterclaimis that it
must be asserted in the pending case. A failure to do so wll
result inits being barred in any subsequent action, at least in
the federal courts.”).

The Fifth Crcuit has developed the following test for
determning if clains are conpul sory countercl ai ns:

(1) whether the issues of fact and law raised by the

claimand counterclaimlargely are the sane; (2) whether

res judi cata woul d bar a subsequent suit on defendant’s

claim absent the conpulsory counterclaim rule; (3)



whet her substantially the sane evidence will support or
refute plaintiff’s claim as well as defendant’s
counterclaim and (4) whether there is any |ogica
relati onship between the claimand the counterclaim

Park Cub, Inc. v. Resolution Trust Corp., 967 F.2d 1053, 1058 (5'N

Cr. 1992); see also 3 JAMES Wi MOORE ET AL., MOORE' S FEDERAL PRACTICE 8§
13.10[1][b] (3d ed. 2001). “An affirmative answer to any of the

four questions indicates the claimis conpulsory.” Underwiters at

| nt erest on Cover Note JHB92ML0482079 v. Nautronix, Ltd., 79 F.3d

480, 483 n.2 (5" Cir. 1996). The Fifth Circuit’s approach focuses
on whether the claim and counterclaim share an “aggregate of
operative facts,” drawing on the simlarity of facts and |ega
I ssues prong. 3, MOORE S FEDERAL PRACTICE, supra, 8 13.10[1][b] (citing
McDaniel, 987 F.2d at 303-04).

The issues of fact and law within the Texas and California
federal suits, while not identical, are largely the sane. Most
i nportant i s the continui ng busi ness rel ationship that Spoil ers and
Aut osport naintained prior to these suits, an ongoing business
relationshipinthe ground effects market that was i nterrupted when
Spoi | ers and Aut osport accused each ot her of trademark i nfringenent
and unfair trade practices. The clains, which both include
al l egations of Lanham Act violations and unfair trade practices,
arose around the sane tinme, 1997 and 1998, and both concern each
busi ness’s manner of selling ground effects. Al t hough the kits
were custom zed for different nodels of cars, both the Texas and
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California actions invol ved ground effects kits that were i denti cal
or simlar in design. “[T]he identity of issues test does not
require a conplete overlap between the claimand counterclaim” 6
WRI GHT, MLLER, & KANE, supra, 8§ 1410.

Spoilers attenpts to argue that it has raised new i ssues of
law in its conplaint, specifically copyright infringenent.
However, in both suits, copyrights are at issue, Spoilers’
copyright <concerning the pictures and Autosport’s copyright
concerning sales. As the district court correctly noted, “[T]he
infringenment and unfair trade i ssues would be material to both the
claimand counterclaim A court would need to exam ne the parties’
course of dealing in the claimand the counterclaim”

Al t hough finding that the Texas suit neets just one of the
el ements of the conpul sory counterclaimtest would be sufficient,
we also find that the Texas suit has a logical relationship to the
California suit. “According to this test, any claima party has
agai nst an opposing party that is logically related to the claim
bei ng asserted by the opposing party and that is not within the

exceptions listed in Rule 13(a) is a conpul sory counterclaim The

hal Il mark of this approach is its flexibility.” 6 WIGH, MLLER &
KANE, supra, 8§ 1410. “Basically, [this factor] allows the court

to apply Rule 13(a) to any counterclaimthat from an econony or
efficiency perspective could be profitably tried with the nain
claim” 1d. The district court correctly noted that this factor
was net because “[t]he crux of both the claimand the counterclaim
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is the distinctiveness and the | abeling of the kits.” Furthernore,
a logical relationship exists between the two suits because
reci procal sales occurred between two normally conpeting
manufacturers and it was the nature of these sales, i.e., selling

“knock-of f” products by copyi ng desi gns and “passing of f” another’s

product as one’s own, that led to the disputes. Lastly, it is
judicially nore efficient to avoid pieceneal |itigation of these
cl ai ns.

Therefore, we find that Spoilers’ clains were conpulsory
counterclains, and the failure to plead themin the California suit

bars Spoilers from bringing an i ndependent action. See New York

Life Ins. Co. v. Deshotel, 142 F.3d 873, 879 (5" Cir. 1998); see

also 6 WRIGHT, MLLER, & KANE, supra, 8 1417 (“A failure to plead a
conpul sory counterclaim bars a party from bringing a |Ilater

i ndependent action on that claim”); Shnuel Shnueli, Bashe, Inc. v.

Lowenfeld, 68 F. Supp. 2d 161, 165 (E.D. N Y. 1999) (“Having
failed, for whatever reason, to assert their counterclainms in one
action, plaintiffs may not institute a second action in which those
countercl ains becone the basis of the conplaint.”). Because the
California suit has becone final and operates as res judicata to
this suit, we also affirm the dismssal wth prejudice. See
RESTATEMENT ( SECOND) OF JUDGMENTS 8§ 14 cnt. a (1982) (“In order that a
final judgnent shall be given res judicata effect in a pending
action, it is not required that the judgnent shall have been

rendered before that action was comenced.”); see alsoid. 8§ 22 (“A
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def endant who may interpose a claimas a counterclaimin an action
but fails to do so is precluded, after the rendition of judgnent in
that action, from maintaining an action on the claimif [t]he
counterclaimis required to be interposed . . . .”); Deshotel, 142
F.3d at 882 (affirmng the dism ssal with prejudice of a conpul sory
counterclaimraised in an independent suit).

AFF| RMED.



